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Docke t CoNtrol
Arizona  Corpora tion Commiss ion
1200 W. Washington
P hoe nix, AZ 85007

Re : SSVEC Exception to the Final Sta]fReport and Recommended Opinion and Order
(November 6, 2007) for Competitive Procurement Issues;
DocketNo. E-00000E-05-043]

De a r S ir/Ma da m:

Sulphur Springs  Va lle y Ele ctric Coope ra tive , Inc. ("SSVEC") a  me mbe r-owne d

coopera tive , submits  this  Exception to the  Fina l Commiss ion S ta ff Report and Recommended

Opinion and Order ("ROO") for Compe titive  Procurement Issues , da ted November 6, 2007.

SSVEC focuses  its  Exception on the  requirement tha t an independent monitor should be  used in

a ll reques ts  for proposa l ("RFP") processes  for procurement of new resources . The  Commiss ion

should modify this  language  so tha t this  requirement does  not apply to coopera tives .

S S VEC a gre e s  with the  S ta ff re comme nda tions  tha t: (1) a  Rule ma king on the  re source

a cquis ition proce s s  should not be  ins titute d a nd (2) a n RFP  solicita tion proce s s  should be  the

prima ry re source  a cquis ition tool. As  S ta ff note s , "Arizona 's  e le ctric utilitie s  ha ve  ve ry diffe re nt

cha ra cte ris tics  a nd a  "one  s ize  fits  a ll" s e t of procure me nt rule s  might not a llow for fle xibility

tha t e a ch of the  utilitie s  ne e ds  to fulfill its  individua l growth re quire me nts ."
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One  of the  things  which is  diffe re nt a bout SSVEC is  tha t, S S VEC is  a  me mbe r-owne d

dis tribution coope ra tive . S S VEC ha s  tile d  a n a pplica tion to  be come  a  pa rtia l me mbe r of

Arizona  Ele ctric  P owe r Coope ra tive , Inc. As  a  pa rtia l me mbe r, SSVEC will s e e k to

compe titive ly procure  some  of its  own power requirements . SSVEC is  a lso not an Rura l Utilitie s

S e rvice  ("RUS ") borrowe r.

As  a  coope ra tive , SSVEC ha s  only one  goa l a nd tha t is  to provide  the  highe s t qua lity

se rvice  to its  members  a t the  le a s t cos t. SSVEC, a s  a  coope ra tive , does  not have  a  financia l or

a ny othe r motiva tion to s e lf-build ve rs us  purcha s e  powe r from a n inde pe nde nt pa rty but only

s e e ks  the  mos t re lia ble , le a s t cos t a lte ra tive  for its  me mbe rs . Be ca us e  the  cus tome rs  of the

coope ra tive  a re  a ls o its  owne rs  a nd the re  is  no profit ince ntive , conflict of inte re s t conce rns

associa ted with the  Coopera tives ' compe titive  procurement a re  grea tly reduced. SSVEC's  boa rd

of directors  is  e lected by its  members  and will make  compe titive  procurement decis ions  tha t a re

in the  be s t inte re s t of its  me mbe rs . S S VEC's  me mbe r-e le cte d boa rd of dire ctors  pe rforms  the

s a me  functions  a s  a n inde pe nde nt monitor with re ga rds  to the  REP  proce s s , bid e va lua tion,

power supply budge ts , e tc.

S S VEC's  le nde r, the  Na tiona l Rura l Utilitie s  Coope ra tive  Fina nce  Corpora tion, Inc.,

("CFC") is  a lso willing to provide  the  inde pe nde nt monitor functions  on be ha lf of S S VEC. CFC

propos e s  to  e nte r into a  s e pa ra te  a gre e me nt with S S VEC, in  a ddition to  its  e xis ting cre dit

agreements , to provide  the  functions  of the  independent monitor on a  non-binding ba s is  s imila r

to the  role  of RUS  for RUS  borrowe rs . CFC would a tte mpt to me e t the  ACC re quire me nts  of

the  inde pe nde nt monitor a s  e s ta blis he d by the  ROO. As  a  borrowe r of CFC, CFC is  vita lly

inte re s ted in the  financia l we ll be ing of SSVEC and its  members . If coope ra tive s
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are  required to hire  an independent monitor, this  unnecessa rily increases  the  costs  of competitive

procurement to the ir members for the  reasons sta ted above.

In the  Fina l S ta ff Re port, S ta ff s ta te s  a  conce rn tha t a  utility is  a lwa ys  a  pote ntia l bidde r

in a n RFP  proce s s  be ca us e  it could choos e  to s e lf-build ra the r tha n e nte r into contra cts  with

bidde rs . Give n S S VEC's  curre nt fina ncia l pos ition, S S VEC will not like ly be  in a  pos ition to

se lf-build without a  ra te  increase .

Conce rning us ing a n inde pe nde nt monitor to a ssure  the  Commiss ion a nd bidde rs  in the

whole sa le  marke t tha t procedures  for se lecting new re sources  a re  fa ir, transpa rent and re sult in

the  mos t e conomica l re s ource  be ing s e le cte d, S S VEC be lie ve s  the re  a re  fa r le s s  e xpe ns ive

methods to provide  these  assurances tha t would be  as effective  as using an independent monitor.

RFP  proce s s  a nd bid re quire me nts  would provide  the  ma jority of the s e  a s s ura nce s  without

incurring the  cos t of a n inde pe nde nt monitor. Bids  a nd the  procure me nt proce s s  could be

provide d to a nd a pprove d by the  Commiss ion in a dva nce  of is suing a  RFP , if the  Commiss ion

deemed this necessary.

Conce rning us ing a n inde pe nde nt monitor to de cre a se  re gula tory risk, SSVEC be lie ve s

tha t hiring an independent monitor does  not s ignificantly decrease  the  regula tory risk a ssocia ted

with compe titive  procure me nt. The  ACC will continue  to ha ve  the  a uthority to de ny re cove ry of

purchased power or asse ts  tha t a re  competitive ly procured regardless  of whe ther an independent

monitor is  used in the  competitive  procurement process .

In conclus ion, a n a dditiona l monitor s hould not be  re quire d for coope ra tive s  for the ir

procurements . An independent monitor is  unnecessa ry, will increase  the  required lead-time  for
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proje ct a pprova l a nd incre a s e  cos ts  without providing a dditiona l be ne fit for the  coope ra tive s ,

the ir members  or the  entitie s  like ly to pa rticipa te  in the  process .

re quire me nt doe s  not a pply to coope ra tive s . Sugges ted amendment language  is  a ttached a s

Exhibit A.

SSVEC requests  tha t the  Commission modify the  ROO such tha t the  independent monitor

By

GRAND CANYON S TATE ELECTRIC
COOP ERATWE AS S OCIATION

Very truly yours,

9" - , ,
,J ohn  Wa lla ce
r Dire ctor, Re gula tory a nd S tra te gic Se rvice s

.,¢" :

Orig in a l a n d 13 copie s  file d with Docke t
Control this  19th day of November, 2007, with:

Docke t Control
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

Copies of the  foregoing de live red
this 19th day of November, 2007, to :

Commiss ione r Mike  Gleason, Cha irman
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007
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Commis s ione r Willia m A. Munde ll
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

Commiss ione r J e ff Ha tch-Mille r
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

Commiss ione r Kris tin K. Ma ye s
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

Commiss ioner Gary P ie rce
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

Erne s t G. Johnson, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

Ba rba ra  Ke e ne , Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

Chris tophe r C. Ke e le y, Le ga l Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
P hoe nix, Arizona  85007

Copies of the  foregoing ma iled
this  19th day of November, 2007, to:

Mr. Je ff S chle ge l
Sweep
1167 West Samalayuca  Drive
Tucson, AZ 85704
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Mr. Da vid Be rry
Western Resource Advocates
PO BoX 1064
Scottsda le , AZ 85252

Mr. Micha e l Gra nt
Ga llaghe r & Kennedy .
2575 East Camelback Road
Phoe nix, AZ 85016

Mr. Arthur N. Ols on
Te chnology, Ene rgy & Mrkting
Strategies
Pos t Office  Box 21446
Mesa , AZ 85277

Mr. S tan Barnes
Copper S ta te  Consulting Group
One  North Centra l Ave ., S te . 1120
Phoe nix, AZ 85004

Mr. Da ve Couture
TEP
P T Box 711
Tucson, AZ 85702

Mr. Ja y Mode s
Moyes  S torey
1850 N. Centra l Avenue , S te . 1100
Phoe nix, AZ 85004

Ms. Jana  Brandt
Ms . Ke lly Ba rr
Sa lt Rive r P roject
PO BOX 52025, MS PAB22 l
Phoe nix, AZ 85072

Ms . Donna  M. Brons ki
Scottsda le  City Attorne y's  Office
3939 North Drinkwa te r Blvd .
Scottsda le , AZ 85251
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Ms . Lyn Fa rme r
Chie f Adminis tra tive  La w Judge ,
He a ring Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington Street
Phoe nix, AZ 85007

Mr. Robert Amman
Amman Group
6605 East Evening Glow
Scottsda le , AZ 85262

Mr. Eric C. Gundry
Western Resource Advocates
2260 Baseline , Suite  200
Boulde r, CO 80302

Mr. C. We bb Crocke tt
Mr. P a trick J . Bla ck
Fennemore  Cra ig
3003 N. Centra l Ave ., S te . 2600
Phoe nix, AZ 85012

Ms. Ka re n Ha lle y
Southwest Gas Corpora tion
5421 Spring Mounta in Road
Las  Vegas , NV 89102

Mr. La rry Kilhna n
Greys tone  Environmenta l
8222 S. 4811] Street, Suite 140
Phoenix, AZ 85044-5353

Mr. Je rry Payne
Coopera tive  Inte rna tiona l Fores try
333 Broadway SE
Albuque rque , NM 87102

Mr. S cott S . Wa ke fie ld
Mr. S tephen Ahea rn
RUCO
1110 West Washington St., Ste . 220
Phoe nix, AZ 85007
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Mr. Da n Aus tin
Conve rge , Inc.
6509 West Frye  Road, Suite  4
Chandle r, AZ 85226

Ms. Deborah R. Scott
P innacle  West Capita l Corpora tion
400 North 5th Street
PO BOX 53999, MS 8695
Phoenix, AZ 85072-3999

Ms . Ama nda  Ormond
The  Ormond Group, LLC
7650 S outh McClintock Drive ,
Suite  103-282
Tempe , AZ 85284

Mr. J e rry Coffe y
Mr. Erick Bonne r
Ms . Re be cca  Tune r
Gila  Rive r Powe r, L.P .
702 N. Franklin S tree t
Tampa , FL 33602

Mr. P a ul R. Micha ud
Micha ud La w Firm, P .L.C.
46 Eastham Bridge  Road
East Hampton, CT 06424

Mr. Micha e l P a tte n
Ms . La ura  S ixkille r
Roshka  De  Wolf & Pa tte n
One  Arizona  Cente r
400 East Van Buren St, Ste . 800
Phoe nix, AZ 85004

Mr. Bria n Ha ge ma n
Ms. Caren Peckerman
Mr. Richa rd  Brill
De luge , Inc.
4116 East Superior Avenue, Ste . DO
Phoe nix, AZ 85040



Docke t Control
November 19, 2007
Page 9

Mr. Clifford A. Ca she rs
Sierra  Southwest Coopera tives
Services , Inc.
1000 South Highway 80
Benson, AZ 85602

Mr. Troy Anitra
Conve rge , Inc.
120 Eagle  Rock Avenue , Ste . 190
East Hanover, NJ 07936
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EXHIBIT A

SSVEC's Requested Amendments to Competitive Procurement
Recommended Opinion and Order

In the  ROO a t p. 3, line  21, a fte r the  word "a ll" inse rt the  words  "inve s tor-owne d utilitie s "'.


